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ZAMBIA: KEY ECONOMIC INDICATORS 


All figures in $U.S. millions unless otherwise indicated. Kwacha values have 
been converted into dollars at average exchange rates (1979, 1K = US$1.26; 
for 1980, 1K = US$1.27; for 1981, 1K = US$1.15; for 1982, 1K = US$1.07) except 


for end of period data. 


INCOME, PRODUCTION AND EMPLOYMENT 


GDP at current prices 

GDP at constant 1970 prices 

Per capita GDP at current prices 

Per capita GDP at 1970 prices 

GDP Composition at Current Prices: 
Agriculture, fishing, forestry 
Manufacturing 

Gross Capital Formation 

Gross Capital Formation at 1970 prices 

Index of Industrial Product (1973 = 100) 

Copper Production (000's of tons*) 

Cobalt Production (tons*) 

Marketed Corn Production (000's of tons*) 

Employment (excluding traditional 
agriculture) -—- 000's 

Population (millions) 


GOVERNMENT FINANCE, MONEY AND PRICES 


Revenue 
Expenditures 
Recurrent 
Capital 
Overall Deficit (-) 
Money Supply (M1) 


Money + Quasi Money (M2) 
Consumer Price Index** (1975 = 100) 


Wholesale Price Index (1966 = 100) 


See notes at end of table. 


1979 
3,273 
1,860 

579 
329 


472 
592 
545 
567 
186 
105 
579 
3,271 
331 


375 
5.65 


1979 


747 
1,203 
996 
207 
-457 
646 
1,048 


170 
182 
306 


1980 


3,792 
1,918 
668 
337 


552 
614 
637 
820 
245 
112 
610 
3,309 
383 


389 
5.83 


1980 


975 
2,083 
1,374 

709 

-1,109 

646 

1,151 


189 
203 
334 


1981 


3,438 
1,883 
570 
312 


614 
259 
623 
755 
232 
97 
555 
2,467 
705 


392 
5.96 


1981 


924 
1,482 
1,324 

158 

-558 

647 

1,127 


209 
231 
352 


% Change 
1980-81. 1982° 


-13 3,446 
-1.8 1,968 
-5.7 569 
-7.4 324 
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77 378 
2.2 6.05 


%Change 


1980-811 19825 


4.7 910 
-21.4 1,655 
.06 1,322 
-75.3 332 
-44.3  -584 
10.6 6,853 
8.0 6,063 


10.6 2324 
13.8 2554 
5.4 371 
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ZAMBIA: KEY ECONOMIC INDICATORS - Continued 


% Change 
BALANCE OF PAYMENTS 1979 1980 1981 1980-811 


Merchandise Exports (f.0.b.) 1,373 1,244 1,060 
Copper 1,130 1,080 929 
Cobalt 163 102 44 
Zinc 34 25 26 
Lead 7 8 6 

Merchandise Imports (f.0o.b.) 748 1,103 1,047 
Oil 122 195 212 
Imports from the U.S. 88 124 78 

Services (net) -284 -365 -377 

Investment Income (net) -124 -212 -228 

Current Account (including transfers) -141 -552 ~-663 

Capital Account (net - plus errors and 
omissions and SDRs) 59 283 270 

Overall Balance 199  -269 -392 

Payments Arrears*** -187 135 54 

(452) (591) (589) 


*1 ton = 2240 pounds 
**Probably underestimates 
***Began in 1975. Number in parentheses is cumulative arrears. 


lpercentage changes are calculated on kwacha data to eliminate the effects of 
exchange rate changes. 


2Jan.-June '82 
3Jan.-Sept. '82 
43an.-Aug. '82 


>provisional estimates 


Sources: Official Zambian government statistics, Bank of Zambia, annual company 
reports, International Financial Statistics. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Zambia's economy continued in recession throughout 1982. 
Beset by depressed world prices for its copper and cobalt 
exports, continued high import prices, recurring drought, 
and pervasive external transport and internal management 
problems, the country's balance of payments has deteriorated 
sharply since 1979. The resulting decline of foreign 
exchange availability has had adverse effects in nearly 

all of the productive sectors of the economy which experi- 
enced shortages of raw materials and other inputs. Reduced 
government revenues have also led to growing budget deficits 
which in turn have contributed to rising inflationary 
pressures, increasing foreign debt, and declining access 

to international commercial credit. 


The Zambian government has again turned to the International 
Monetary Fund (IMF) for assistance. In May 1981, Zambia 
and the IMF had agreed on a three-year, 800 million SDR 
(SDR1=US$1.07) stabilization program intended inter alia 

to promote greater financial discipline and reduce foreign 
payments arrears (the queue in which foreign suppliers must 
wait for payments in foreign exchange is now running over 

36 months). Three drawings totalling SDR 300 million plus 
SDR 60 million in compensatory financing were made by the 
end of 1981. In early 1982, however, the agreement was 
suspended when Zambia was unable to meet certain conditions 
of the loan. Negotiations with the IMF were formally 
reopened in August 1982, this time for a standby facility 
of SDR211.5 million in quarterly installments over 12 months. 
The Zambian government is hopeful that negotiations can 

be successfully concluded early in 1983. 


Zambia's economic prospects for 1983 are heavily dependent 
On a recovery in the price levels of its minerals exports 
(especially copper), which in turn depends on a worldwide 
recovery in the demand for housing, automobiles, and 
electrial equipment. Zambia's short-term economic outlook 
will also be enhanced by favorable weather for agricultural 
production, relative stability in the southern African 
region, and improved financial discipline by the Zambian 
government. The mediumto-rlongeterm outlook will depend on 
Zambia's ability to reduce its: dependence on the mining 
sector by developing its agribultural potential and 

moving toward a manufacturing sector that is more 
labor-intensive and domestic-resource based. 
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Improvement in the efficiency of its parastatal system 
and provision of greater incentives for private sector 
development will also be key elements in the economy's 
future outlook. 


MINING 


Although the importance of mining to Zambia's overall 

GDP has declined in recent years, this sector still remains 
the primary determinant of Zambia's economic and financial 
performance, since it accounted for about 95 percent of the 
country's exports in 1981. Depressed prices for copper and 
cobalt, together with rising production costs and reduced 
productivity due to lack of capital investments, have, 
however, resulted in heavy financial losses for the mining 
industry. Combined losses for the 1981/82 fiscal year ending 
March 31 reached over $187 million and totalled over 

$111 million for the first six months of the 1982/83 

year. 


Several programs have been initiated to deal with the 
problem. in March 1982, Zambia's two copper mining 
parastatal (i.e., majority state-owned) companies, Nchanga 


Consolidated Copper Mines Ltd. (NCCM) and Roan Consolidated 
Mines Ltd. (RCM), were officially merged into a single, 


60 percent state- -owned firm, Zambia Consolidated Copper’ Mines 
(ZCCM). The merger is designed in part to slow rising 


productions costs by eliminating duplication where 

possible and to take advantage of other economies of scale. 
Moreover, a financial package, totalling approximately 

US$250 million, was put together in early 1982 for the 

third stage of a plant at Chingola mine intended to increase 
copper production from stockpiled tailings by some 40,000 

tons of copper annually for 15 years beginning in late 

1984. Major contributions are to come from the World 

Bank (US$30 million), the Commonwealth Development Corporation 
(US$28 million), the European Investment Bank (US$26 million), 
the U.S. Overseas Private Investment Corporation (US$30 million), 
and the UK Export Credit Guarantee Department (US$61 million). 


Notwithstanding these and other mining rehabilitation efforts, 
however, the future of the industry is highly dependent on 

a recovery in the world copper market, which could provide 
increased investment funds needed to offset declining 

ore grades. Barring possible labor unrest and further 
equipment shortages, Zambia's copper production could probably 





be maintained at around 600,000 tons annually for several years. 
However, major rises in copper production are not anticipated 

in the medium term and production declines in the long run are 
likely. With regard to cobalt, the completion of the new cobalt 
plant at Nkana division has added about 2,600 tons to Zambia's 
existing productive capacity of about 4,400 tons, although 
actual production is- being held down until world cobalt markets 
strengthen. Deposits of uranium have been found in Zambia, but 
no mines have yet been opened. 


TRANSPORT 


Zambia is a landlocked country, historically dependent on three 
principal transportation routes: a road/rail route through 
Tanzania to the port of Dar. es Salaam (TANZAM highway and TAZARA 
railroad), a rail route through Zaire to Lobito in Angola 
(Benguela railroad), and a rail and road route south into 
Zimbabwe (formerly Rhodesia) via a railroad and road bridge at 
Victoria Falls, through to ports in Mozambique and South Africa. 
In January 1973, the Rhodesian border was closed, and most 
Zambian cargo was diverted through Angola. In 1975, however, 
the civil war in Angola closed the Benguela railroad to Lobito, 
and this route is still not operational. The opening of the 
Tanzania/Zambia Railway (TAZARA) in August 1976 eased transport 
problems, but only temporarily. Operational and management 
problems along the TAZARA and chronic congestion at the port of 
Dar es Salaam reduced the capacity and the efficiency of both 
road and rail routes through Tanzania. The Zambian Government 
reopened the southern route in October 1978. Subsequently, the 
southern route has taken on increased importance, especially 
after Zimbabwe gained independence in 1980. In 1981, the 
southern route carried about 52 percent of Zambia's imports and 
30 percent of its exports. 


Efforts are now under way to restructure, rehabilitate, and 
improve the transport infrastructure of southern and eastern 
Africa under the aegis of the Southern African Development 
Coordination Conference (SADCC) and with the assistance of many 
multilateral and bilateral financial institutions. Zambia could ' 
be one of the principal beneficiaries. A major World Bank-led 
rehabilitation of Zambia Railways is also underway. 
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Internally, almost all of Zambia's industries, commercial 
agriculture, and major cities are located along the line of 
rail, especially the Zambia Railways' north-south route. 

Highway infrastructure is extensive relative to most African 
countries and usually parallels Zambia's rail lines. 

Maintenance has lagged behind requirements, however, and much of 
the network is in need of rehabilitation. All major cities are 
connected by Zambian Airways domestic service, while Lusaka, the 
capital, and Ndola, the main copperbelt city, are the sites of 
the country's two international airports. 


AGRICULTURE 


Agriculture is the main livelihood of over 50 percent of the 
population, but accounts for less than 20 percent of the nation's 
GDP and roughly one percent of total export earnings. The 

sector has suffered in the past from government insistence on 

low prices to keep down the price of food for the heavily 
urbanized population, and from occasional difficulties in the 
availability and distribution of credit and inputs such as 
fertilizer, which has been compounded in recent years by the 
shortage of foreign exchange. Since 1980, however, the government 
has been pursuing a strategy designed to increase agricultural 
production and reach self-sufficiency in food. Significant 

price hikes during the last three years in the producer prices 
for maize, Zambia's leading food and cash crop, led to record 
plantings last year. Unfortunately, a drought in late 1981 
reduced normal yields in 1982 (marketed maize fell to 5.6 million 
bags in 1982 from 7.7 million bags in 1981), and the government 
has again been forced to import food to meet domestic needs. 
Price incentives are nevertheless considered adequate to have 
promoted enough planting in late 1982 to achieve self-sufficiency 
in this year's harvest, provided the weather cooperates. 


MANUFACTURING 


Manufacturing contributed about 18 percent to GDP in 1981 and is 
primarily engaged in producing for the domestic market. The main 
emphasis has been on consumer rather than intermediate products 
with food processing and beverages making up a third of 
manufacturing activity, although textiles, rubber, chemicals, and 
metal products are also important. 





Since the manufacturing sector depends heavily on imported 
raw materials, components, and equipment, performance has 
been adversely affected in recent years by the reduced 
availability of foreign exchange. The resulting shortages 

of imported raw materials and intermediate goods have led 

to a fall in manufacturing output with most manufacturing 
subsectors operating at less than 50 percent of capacity, 

and in some cases as low as 20 percent capacity. The 
potential for industrial recovery in 1983 may have been boosted 
somewhat by the government's decision in December 1982 

to revoke most existing price controls and to allow companies 
to charge economic prices. The implementation of this 

new pricing system has, however, not yet been established. 


ENERGY 


Zambia has no known economically viable deposits of petroleum, 
but is self-sufficient in coal and a net exporter of hydro- 
electric power to Zimbabwe and Zaire. Domestically produced 
hydroelectricity and coal provide about 70 percent of Zambia's 
commercial energy requirements, with the remaining 30 percent 
coming from imported oil. Imported crude oil from the 

Middle East is transported to Zambia from Dar es Salaam by a 
1,700 kilometer pipeline and refined in Ndola. The govern- 
ment has recently initiated an oil exploration program on 

the west bank of the Zambezi and on the Luangwa river, 

where geological surveys have indicated the likely presence 
of oil deposits. 


Major Zambian industries are seeking ways of moving from 
expensive petroleum-based power to hydroelectricity. ZCCM 
and Zambia Railways have launched major electrification 
projects and would be receptive to further proposals which 
would further electrify their operations and thereby reduce 
fuel costs. Hydroelectric power runs from the Kariba Dam 
andthe Kafue Gorge Dam in southern Zambia northward to the 
capital of Lusaka and on to the Zambian copperbelt cities 
of Ndola and Kitwe and to nearby mining company facilities. 
An ethanol plant is also planned, and solar power has 
potential. 





TOURISM 


Zambia has substantial tourist potential, with a pleasant 
climate and spectacular natural and wildlife attractions, 
in addition to the famous Victoria Falls in Livingstone. 
The number of tourist visitors to Zambia has increased 
significantly since the end of the Rhodesian civil war, 
growing by almost 70 percent from 86,931 visitors in 1980 to 
146,454 in 1981. Foreign exchange earnings from tourism 
also grew by about 70 percent from $30 million in 1980 
to $47 million in 1981. The government has embarked 

on a scheme to refurbish tourist hotels and lodges and 
upgrade main roads to the tourist sites and within the 
national parks. 


THE ROLE OF THE PRIVATE SECTOR 


Zambia has what can be described as a mixed economy, but 
parastatal firms dominate most sectors of the economy. 
The vast majority of the parastatal firms fall under one 
state company, Zambia Industrial and Mining Corporation 
Ltd. (ZIMCO). The most important component of ZIMCO is 
Zambia Consolidated Copper Mines (ZCCM), which is 60 
percent stated owned with minority shares held by Anglo- 
American's Zambia Copper Investment Holdings and 

AMAX Inc. ZIMCO also includes most energy industries 
(TAZAMA pipeline, Indeni Refinery, Shell/BP, Maamba 
Collieries, Zambia Electricity Supply Commission and 
distribution companies), the transport industry (bus 

and truck transport firms, the railways, and Zambia 
Airways), the major hotels, wholesale and retail food 

and drug distributors, Zambia State Insurance Corporation, 
a commercial bank, the fertilizer plant, breweries, saw 
mills, plantations, car assembly and spares plants, glass 
works, and many other industries. Many of these firms were 
nationalized following independence in 1964 and have de 
facto monopoly status over the Zambian market. Where 

the private sector is allowed to compete with the govern- 
ment, it is often at a disadvantage vis-a-vis the treatment 
accorded parastatal firms. 


The private sector nevertheless continues to play a vital 
role in the Zambian economy. Private firms play a 
particularly significant role in the construction and 
highway transportation industries, the financial sector 
(Citibank, Grindlays, Barclays, Standard, and BCCI), and 
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and in commercial agriculture. Expatriate business people 
(mostly British, other European, and Indian) provide important, 
but costly managerial expertise to parastatal and private 
enterprises throughout the Zambian economy. Zambia's philosophy 
of "Humanism," which militates against exploitation by any one 
economic class, is one of the underlying reasons for the 
government's participation in and control of the economy. 


COMMERCIAL IMPLICATIONS FOR U.S. FIRMS 


TRADE AND INVESTMENT 


The current state of Zambia's economy offers some significant 
but difficult trade opportunities for U.S. firms. The 

United States continues to supply significant amounts of mining, 
agricultural, and transport equipment to Zambia, and access to 
this market should remain fairly constant and could improve if 
the economy begins to recover. Zambia's continuing large 
foreign payment arrears, however, are a major disincentive to 
many foreign suppliers. The extension of some credit is often 

a prerequisite for doing business in Zambia, but the queue in 
which foreign suppliers must wait for payment in foreign exchange 
is now running over 36 months. Present world interest rates can 
make such payment delays costly to suppliers. Interest is, 
however, paid on queue debt. 


The U.S. Export-Import Bank (Eximbank) and several private banks 
have lines of credit with Zambia's mining companies and a few 
other Zambian firms. The mining companies themselves also make 
direct purchases and can service foreign debt from accounts held 
overseas, but many prefer suppliers who offer credit. Supplier 
firms which are successful in Zambia usually have some form of 
representation in the country and offer a program of service 
backup, especially spare parts. Potentially new U.S. suppliers 
should ensure that they understand the complex import licensing 
and foreign exchange allocation systems before extending credit. 
Visits to the Economic/Commercial Section of the U.S. Embassy in 
Lusaka are encouraged. 


Investment opportunities in the industrial sector are more 
limited, primarily due to financial constraints, and 
difficult and complex government policies, which inter alia 
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favor parastatal firms over private competitors. Foreign 
companies that have made direct investments in Zambia 
experience long delays (i.e. over three years) in remitting 
profits, dividends, and other fees. Relatively little 
additional foreign capital is being invested in existing 
Or new enterprises. Investors must rely on irregular 
foreign exchange allocations from the Bank of Zambia to 
import their requirements -- a time-consuming process which 
inhibits both current operations and development plans. 

The length of time required for expatriate managers or 
technical personnel to remit their salaries can also be a 
problem. Recruiting personnel replacements can therefore 
be difficult, and expatriate work permit applications are 
scrutinized carefully by the government. 


Many U.S. firms do, however, have substantial kwacha 
accounts (representing unremitted profits and dividends), 

and several have made new investments using these funds. 
Further, the government has enacted more favorable corporate 
tax and pricing incentives in the agriculture sector, but 

the unresolved issue of prompt and reasonable externalization 
of profits and dividends is moderating foreign agribusiness 
interest in Zambia. OPIC finance and insurance programs 
should be investigated before undertaking any investment 

in Zambia. 


FOREIGN ASSISTANCE 


Zambia receives roughly $250 million in concessional 
assistance per annum, excluding IMF credits. Britain has 

a large program of supplementing the salaries of expatriate 
teachers, technicians and professionals. The European 
Economic Community, the Federal Republic of Germany, and 
the United States have provided large loans on very conces- 
sional terms for importation of essential goods and commo- 
dities. The Nordic countries, Canada, Italy, Japan, 

Saudi Arabia, and some Eastern European countries also 
provide assistance. Multilateral institutions active in 
Zambia include UNDP, FAO, ILO, IFAD, the World Bank Group 
(about $70 million per annum), and the African Development 
Bank and Fund. Over the last four years, Zambia has enjoyed 
one of the largest U.S. assistance programs in sub-Saharan 
Africa, totalling over $140 million in commodity import 
loans and food aid (PL-480). U.S. aid is focussed on 
Zambia's agricultural sector and is administered by the 
United States Agency for International Development. 
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Opportunities for tendering for major projects financed by 
the donor community are regularly submitted to the U.S. 
Department of Commerce in Washington for dissemination. 

The foreign exchange component of these projects is readily 
available and payments delays are not a problem. Suppliers 
should maintain regular contact with donor organizations and 
the Commerce Department's Office of African Affairs to 

stay abreast of new opportunities in Zambia. 


* U. S. GOVERNMENT PRINTING OFFICE : 1983—381-007/94 








